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However, the DCF test is a distinect outlier on the lew side.
The other three tests are closely clustered in a range of.
12.7% to 13.0% compared to 10.1% for the DCF model using
electric utilities. Because of the DCF model's problenms
demonstrated in Schedule 3 of my testimony, and the superior
accuracy and reliability of the market equity risk premium
model shown in Schedule 5, the DCF model using electric
utilities should be given little weight in determining the
Cempany's cost of common stock. It is my judgment,
therefore, that Iowa-Illinois' cost of common stock for its
electric operations is at least 12.5%.
Can Iowa-Illinois maintain 1ts weak double A bond rating if
it earns 12.5% on its cocmmon stock equity?
Standard & Poor's determines bond ratings based on
quantitative and qualitative considerations. The five key
gquantitative considerations revolve around income and asset
protection and cash flow adegquacy. They are: .pretax
interest coverage, funds flow interest coverage, total debt
to total capital including preferred stock, funds from
operations to total debt, and net cash flow to capital
expenditures. The benchmark levels for single A aﬁd double
A bond ratings appear in Scheadule 22.

Based on the common equity ratio used in this
proceeding and interest coverages based on a 12.5% return on
common stock equity for the test year, the Company shoula be

able to maintain its weak double A bond rating,

41
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. 7™ 1 @. Does this complete your testimony?

2 A. Yes, thank you, 1t does.

42
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TISSTANEE cosee

' Flotacion ar isjuanca cogTs ATs thosa cos5:3 Lncurvad in cthe issuancs of nev
common stoek and take the {oma of undeswriter‘s compensation and other Talatmed
expensas., An adjustment for thege costs iz necessary if investors ars 2o sarmn
the raturn found failr by the Commission., I {1 mecsssary sven Lif nev zommen
gto¢ek L1 not so0ld, 3Because 3f ILssusnca 20sT3, net procaeds are less chan
investad capizal. Issuance costs ars net Tacoversd as gxoanssg in ghe
ratamaking sense, dut Tesuls Iin a permamenz raduction in book agquizy. A fairz
Tazurn applled to beok squisy with ne adiustment for lssyancs cc=ts would
producs a lower thanm fair retusn on inveszars’ caplrtal,

When svaluating the need for an adiustmens for common stzek Issuance costs, it
i3 instmuctive to nota The Crsatment given s zxpenses ineurzad in eonjunction
with a dabt {3sue. The trus cost of debs, issued ar par, iz grsactar than i=s
coupon, oY intarsst Tate, bacause of The casts lneurrsd {n issuing the donds, '
. For sxample, LI a cowpany sold 3100 millism of debt at par, with a 10,0% raze
of intarest and rscsived pracseds of §97 million, the cogs {3 mot 10.0% bus is
-, 10,33y, 7The cost i3 higher decauss pracesds ¢ the company vere leass Than the
g anmount of debt issusd dus €5 lssuancs sxpenses. The higher cost reflects
Tecovery of {ssusncs axpenses over the lifs of the bond. Moreover, it is
nacessary %o Tecogniza this 205t over the 1iZa of the bond, irrespective of
whathar additional new debc is, or i{s nec, sold.

A 3izmilar adjuscaent i3 necassary t> detarmine tha cost of perperual prefarwed
steck, For sxampla, 1f 2 company lssued $100 million of prafacrad stock, a: '
par, at an 3.508 dividend rass, but only Tacaived droceeds of §97.5 milliom, )
the cost ta the company 1z &.72v, not B.350%, This highes cost raflectz the

Tecovery of the lasuarnce sxpenses in zach vesgs for this securizy, 1In this.

case, ths preferrad stock Lssue 13 assumad to he perpesusl in nature as is

common stock.

The same Taquiremant {s necassary for cha Company’s comuoen stoeck, with
recognicion that common stock is sssumed =5 be sutstanding indefinitaly,
Aftar paying issuancs costa, net proceeds to the compasy ars less than the
total investad by stockholdars. The net procseds musc aazn at a higher race
in order to provida tha Iintendad rarurn on all the monies actuslly i{mvesced,
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A simple example shown begimming su page J of this Schedule will shew that a
perzanent adjustmenz fsy TloTatlon ¢2$Ts L5 necsssary. assume, for axampls,
That: '

1. Tha company issued 5100 million of commen stack,

2. The cost of common a=ack wag 13.00% with 3 4.50% growth and a 3.50%
yield. The astimaza of 13,00t wvas the Tata which che commission
dazsrminad T be falr and re;sagable.

3, Issuance cogts wera 4.0%, See page & of zhis Schedule which dstails the |
© stock issuznces and Telatad sxpenses.

4, No addiriomal cogmen stock waz sold,

Aftay i{ssuance 20133, procseds From the 3100 zillion sale of common stoek
vould be $36.00 million. Tharefors, the common equiczy added to the sample
company’s booky is $96.00 million. The example shows that for the company %o
sarn $11.00 on the investzanz by stockholdars of 5100 aillion, an allowed
raturn of 13.35% vould be requized on the $96,00 milliem.

The formula to equata the 2ot of commen aquity capital o the raturn
necessary afzer {ssuance costs undar che mecthodology is te divide the yield en
4 tvelve-menth forwvard dividend by 1.0 less issuance cests, 1t can De seen in
this example thar this type of adjustmens will allow the sampls company to
earn the 13,001 rscurn the Commizsion found to be fair in every year.

it i3 important 2o nota that this adjustment must be made in svery year aven
fhough no nev squity was lssued.
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ISSUARCE COSTS ARE APTROPRIATILY ALLOWED
+ OF ALL INVZSTED EQUITY

' coLmM: A 3 e D 3 T
COMMON RETAINED TOTAL CORRENT
EQUTTY LARNINGS Uy REQUIRED EARNINGS  PAYCUT
Tear (S0} {S¥) {$MM) ROE {$MM) RATIO
0 96.00 . 96.00 13.35% 12.82 §6.3%
1 96.00 .32 100.32 13.35 13,39 66.3
2 %6 .00 463 104.95 13.35 14.01 56.3
3 96.00 4,35 109,30 13.38 16.66 §6.3
4 96.00 5.07 14,87 13,35 15,34 §5.3
5 96.00 5.31 120,18 12.35  15.06 §6.3
‘II' ‘l: CoLIMN : c ¥ 1 I X L
COMMON DIVIDENDS BIVIDEND SHARE PRICE TOTAL
SHARZS PER SHARE YIZLD PRICE CHANCE  RETURN
TTAR () ($) (%) (3) - (%) (%)
0 10 0.850 8.5 10.00 - . '
1 10 0.887 8.5 10.45 4.5 13.00
2 10 0.929 $.5 10.92 .5 13,00
3 10 0.972 5.5 11.41 4.5 13.00
4 10 1.017 8.3 11,93 4,5 13.00
P 10 1.063 8.8 12.46 4.5 13.00



COLUMY ;

A:  COMMON EQUITY

B: RETAINED EBARNINGS

¢: TOTAL EQUITY
D: REQUIRED RETURN

oN EQUITY
o<

il ‘CURRERT EARNINGS
I.E, YEar 1

F: PAYOUT RATIO
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=¥ 70 IaMPLE

(1.0-.04 ISSTANCE COSTS) x $100 MM IN KEY ZQUITY
§96.00 I1iteN

PRIOR YEAR'S EARNINGS « PRICR YEAR’S DIVIDENDS
(Colooy Z) - COLMN 6 X coLumMy H)
§l2.82vm - (10MM SHARES X $0.135)

54,32

WEW COMMON ZAUITY = $96.00 MILLION IN YEAR O
FRIOR YIAR'S EQUITY + CURRENT YEAR'S EQUITY (POST YZAR 0)

REQUIRESY DIVIDEND YIZLD ABJUSTED FUR ISSUANCE COSTS

REQUIRED YIZIID DIVIDED 3Y (1-1SSUANGE COSTS) + GROWTH RATZ

8.8%/(1-.96) + 4.5% P
13.35% . (

TCTAL EQUITY X REQUIRED RETURN
(€Ol ¢) X (COLMXN D) '
$96.00 x 13.35%

§.2.82 =,

1 - GROVTH REQUIRED/REQUIRED ROE
1 - (.045/,123%)
65.3%



COMMON SHARES

DIVIDENDS PEZR
SHARE

DIVIDEND YIELD

SHARE PRICE

FRICE CHANGE

TOTAL RETURN
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TOTAL EQUITY INVEZSTED B3Y INVESTORS/PAR VALUZ OF SHARES

- $100 MIIIIOR /510

10 MIILION SHARES

EARNTNGS X PAYOUT RATIO/SHARES OF COMMON STOCK
(COLIMN Z) X (SULTMN F)/COLUMN G)
$12.82 X 56.3%/10 MILLION SHARES

§0.3%

DIVIDENDS PIR SHARE/SHARE PRICE
(COLTMN H)/(COLTMY J)
$0.85/510.00

8.5%

DIVIDENDS PER SHARE/(CQST OF EQUITY - REQUIRED GROWTH RATE)
§C.85/(0.13 - .0435) .
$16.00

CHANGZ IN SHARE FRICE (COLIMN J)
($10.45-510)/$10
4,5%

DIVIDEND YIZID + SHARE PRICE AFPRECIATION
(CoLIDMN I) + {COLLMN K)
B.50% + 4. 5%

12.0%
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Exhibit {CaB-1)
. . Schedule 21A
Page 1l of 1
IOWA-ILLINQIS GAS AND ELECTRIC COMPANY
COMMCON STOCK ISSUANCE COSTS
QTHER TOTAL
SUBSCRIPTION UNDERWRITING ISSUANCE ISSUANCE
PRICE EXPENSES - EXPENSES CQsTs
$ $ $ §
1972 9,364,348 122,649 187,251 309,900
1973 8,868,750 412,003 88,971 500,976
1975 18,000,060 830,000 115,592 845,592
1977 16,500,000 480,000 87,044 (1) 567,044
1878 16,218,750 480,000 87,043(1) 587,043
138¢ 17,750,600 640,000 £€7,783 707,783
. i 1992 81,562,500 2,125,000 247,822 2,372,822
TOTALS: 148,264,343 5,082,654 881,506 5,971,169
AVERAGE i e e e e e
ISSUANCE ’
CCsT: 4,0%

(1) Issuance costs for the 1977 and 1578 common stock
issues were reported togsther in 1878. For this
purpose, one-half of the costs were assigned to
each of the years 1977 and 1978. '

Source: Iowa-~Illinois
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DOCKET NOS. RPU-83-22, RPU-84-23
(TF-86-743, TF-87-131)
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.TERRY E. BRANSTAD, GOVEANOR IOWA S
IOWA-ILLINGIS CAS AND ZLECTRIC COMPANTY
Deocket Nes. RPU-83-22 RPU-B84-23 (Tr-86-743, TF-!
WORDER ACCEPTING STIPULATICN™
Issued Janvary 13, 1988
Parties S=zrved

Edward J. Hartman
Vice President - General Counsel
Iowa-Illinois Gas & Electric Company
206 Ezst Secund Sireet
Davenport, IA 52801
CERTIFICATE OF Strvivc
Rogar D. Colton
National Consuzmer Law Center
. 11 Beacon Street, Suite 821 , The undersigned hershy cartifies tha!

by

Boston, M4 (02108

:ne foregaing decument has besn sarvzd
Williaa F. Su=ppel

Meardon, Sueppel, Downar & Hayess this day upon ail parties ¢f rezord in this
122 South Linn Sirset :

Towa City, IA 52240 prccesding by msiling. by first class mail,
James R. Marat o each such party a ccpy therzcf, in
Consumer Advocatsa

Department of Justice properly addressed envelepe with charges
Consumer Advocate Division ‘ . '

Lucas State Office Building prepaid. _

Des Moines, IA 50319 &>1-13-88

Date: -..-.:‘0.-.-.--..-..-5'

JAN 141

[ Fe]

8
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STATZ CF IdWA

: DEPARTMENT 0F CQMMERCE

'II’ : UTILITIZS DIVISION

IN RE:

DOCKET NOS. RPU-B83-22
RPU-84-23
(TF-86-743, Tr-87-131)

[IOWA-TLLINCIS GAS AND ELEZCTRIC
COMPANY

e et Tt S et

Q0RDER ACCEZPTING STIPULATION

(Tssued Januazry 13, 1938)

Cn January 11, 1988, a "Stipulation" signed by all parties to the %

judicial review proceedings in Iowa-I'Vinois v, ISCC, 412 N.W.2d 500 (lowa

1987) was filed with tha Utilities Board (Board). The stipulation was

designad to rescglve all remaining issues in Docket No. RPU-33-22, tHe ;

electric rate case, and Docket No. RPU-34-23, the gas rates case. The Board

. has raevizwed the stipulation and it will be acceptad as the final

: resolution of all issues in these docketls.

E Consistent witﬁ the terms and agras;mants c¢ontained in the the

| stipulation, the gas tariffs, identified as TF-86-743, will be deemed final

rates in Docket No. RPU-84-23, and the electric tariffs, identified as -'

| Tr-87-131, will be deemed final rates in Docket Me. RPU-83-22. The Board %

further finds that no additional refunds are reguired in these dockets; !

therefore, cancellation of the respsctive corporate undertakings will be

approvad. Finally, the Board will terminate these dockets. ?
IT IS THEREFORE ORDERED:

1. The stipulation filed in Oocket No. RPU-83-22 is acceptad.

2. The stipulation filad in Docket No. RPU-84-23 is acceptad.
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;  Docket Nos. RPY-23-22, RPU-33-23 (77-35-743, TF-87-131)
i Pags 2 :

-}

i
. :‘ 3. Tariff filings Tr-35-743 and TF-87-131 are acceoted as final rates
E in Docka: Nos. 2RWU-34-23 and RWU-32-22 respactively.
; 4, No additional refunds arz raguirad in Docket No. RPU-B4-23 or
Docket No. RPU-33-22 and the raspsctive corporate undartakings shall be
cancelled. | ;
5. Docket dg. RPU-84-22 and Docket No. RPU-83-22 aras ferminatad

i UTILITIZS BOARD

R

®

ecutive Secratary

Ve

. V1
[N

Dated at Ces Maines, Iowat,:h1s 13ch  day of January, 1952,
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STATE QF I0OWA
DEPARTMINT OF COMMERCE

IOWA STATE UTILITIES BOARD

IN RE:

IOWA-ILLINOIS GAS AND ELECTRIC CCMPANY

DOCKET NOS. RPU-83-22
AND RPU-84-23

R e L

STIPULATION

This Stipulation is by ané between Iowa-Illinois Gas and

Electric Company (Icwa-Illincis), the Iowa Office of Consumer

Advocate Division of the Iowa Department of Justice (0OCA), and

the Iowa State Utilities Board (Board), herein collectively

referred to as the Stipulating Parties.

On

ARTICLE I

Background And Summary

May 26, 1983, Iowa-Illinois filed revised electric tariffs

with the Board designed to recover additional annual electric

revenue of $50,365,000 above the level authorized by the Board in

Docket
by the
formal

Docket

By

No. RPU-81~5. The revised electric tariffs were suspended
Board by Order of June 24, 1983, docketing the case as a
proceeding, Docket No. RPU-83-22. Intervenors in the

included the OCaA.

bench ruling of October 13, 1983, and subsequent order of

October 14, 1983, the Board authorized Iowa-Illincis to begin
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collecting an interim eléctric rate increase, subject to refung,
of $37,088,000 above the final Board order level in Docke: No.
RPU-81-5, which collecticns began on Octcber 14, 1983, On april
25, 1984, the Board issued its Order Mcdifying and Affirming
Proposed Final Decision reducing the annual increase in electric
rates to approxima.ely $36,027,000 above the Docket No. RPU-81-5
final order level.

Petiticons for Judicial Review of the Board's April 25, 1984
Order were filed by Iowa-Illincis and the CCA. On June 13, 1984,
a$ modified on July 24, 1984 and April 30, 1986, the Distric:
Court for Scott County, Iowa avthorized Iowa-Illinols to coilect
additional amcunts of annual electric revenue above the April 25,
1984 Order level.

On May 11, 1984, Icwa-Illinois filed revised gas tariffs with
the Boaré designed to recover additional annual gas revenue of
$7,675,000 above the level authorizedé by the Board in Docke: Ko.
RPU-80-19. The revised gas tariffs were suspended by the Boa?d
by Order of May 30, 1984, docketing the case as a formal
proceeding, Docket No. RPU-B4-23., The only intervenor in Docket
No. RPU-84-23 was the OCA. |

On August 3, 1984, theABoard authorized Iowa-Illinois to
begin collecting an interim gas rate increase, subject to refund,
of $5,275,000, which collections began on August 6, 1984. On
August 29, 1984, the Board issued an Order reducing the annual

increase in gas rates to approximately $4,259,000.

-2-
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Petitions for Judicial Review cf the August 29, 1384 Order
were filed by Iowa-Illinois and the QCA. Those Petitions were
consclidated with the apreals pending before the District Court
for Scott County, Iowz, regarding the Board's April 25, 1984
Order in Docket No. RPU-83-22.

By decision dated April 2, 1986 and order of April 30, 1986,
the District Court reversed in part, remanded in part, and
affirmed in part the Becard's April 25, 1984 Order and August 29,
1984 Order. Appeals were thereafter taken to the Iowa Supreme
Court by Iowa-Illinocls, the OCA, and the Board.

On December 16, 1986, Icwa-IXlinols filed with the Board
revised gas tariffs in Docke: No. RPU-84-23, identified as TF-86-
743, designed to produce annual gas revenues of $5,212,000 above
the level authorized by the Board in Docket No. RPU-80-19. The
revised gas tariffs were permitted by the Board to become
effecti&e February 2, 1987. By order issued March 13, 1987 in
Docket No. RFU-87-8, the Beard alsc approved a refund plaﬁ filed
by Iowa-Illinois on February 16, 1987, as amended March 10, 1987,
by which Iowa-Illinois refunded to its Iowa gas customers the
amount of approximately $159%,000 plus interest and sales taxes.

On April 30, 1987, Icwa-Illinois filed revised eleciric
tariffs in Docket Noc. RPU-83-22, identified as TF-87-131,

designed to produce annual electric revenues of $41,595,000 above

the level authorized by the Bocard in Docket No. RPU-81-5. The




MidAmerican Exhibit 8.1
Page 333 of 654
revised electric tariffs were permitted by the Board to become
effective June 1, 1987.
On September 23, 1987, the Icwa Supreme Court affirmed the
District Court's April 2, 1986 decision and April 30, 1986 order
on all issues. At the time of this Stipulation, Docket Nos. RPU-

83-22 and RPU-84-23 are before the Board on remand.

ARTICLE II
Purpose
This Stipulation has been prepared and executed by the
Stipulating Parties for the purpcse of resolving all issues in,

and disposing cf, Docket Ncs. RPU-83-22 and RPU-B4-23.

ARTICLE III
Covenants

The Stipulating Parties stipulate and agree as follows:

1. For purpose of settlement, the gas tariffs identified as
TF~86-743, permitted by the Board to become effective February 2,
1987, shall be deemed to be the final approved rateé in Docket
No. RPU-84-23. No further refunds of collecticns by Iowa-
Illinols associated with Docket No. RPU-84-23 and its attendant
appeals shall be required.

2. For purpose of settlement, the electric tariffs
identified as TF-87-131, permitted by the Becard to become
effective on June 1, 1987, shall be deemed to be the final rates

in Docket No. RPU-83-22. The issue remanded to the Board by the

-4~
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District Court, as affirmed by the Supreme Court, shall be deemed
to be resclved by this Stipulation; provided, however, that
neither the methodology emplioyed by the Board nor the resclution
of that issue shall be cited as a precedent by any Stipulating
Party, including the Board, in any subsequent proceeding
involving Idwa—Illinois. No additional surcharge or refunds of
collections by Iowa-Illinois associated with bocket No. RPU-83-22

and its attendant appeals shall be required.

ARTICLE IV

Privilege and Limitation

This Stipulation shall become effective and be binding upcn
the Stipulating Parties upcn its execution by all signatories; -
provided, however, that if this Stipulation does not become
effective it shall be null, void, and privileged. This
Stipulation is intended to relaﬁe only to the specific matters
referred to herein. No Stipulating Party waives any claim or
right which it may otherwise have with respect to any matter not
expressly provided for herein. No Stipulating Party shall be
deemed to have approved, accepted, agreed or consented to any
ratemaking principle or any method of cost-of-service
determination, cost allccation, property evaluation or rate
design underlying or supposed to underly any of the provisions of

this Stipulation or be prejudiced thereby in any future Iowa-

Illinois rate proceeding or any other proceeding.
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ARTICLE V

Relationship to Existing Tariffs

On June 1, 1987, Iowa-Illincis filed revised gas tariffs, TF-
87-186, which reduced the gas rates identified as TF-86-743 by
approximately $1,480,000 annually, in accordance with 199 I.A.C.
§30.5. These gas tariffs TF-87-186, which were permitted by the
Board to become .effective July 1, 1987, are not modified by this
Stipulation,

On June 1, 1987, Iowa-Illincois filed revised electric rates,
TF-87-187, which reduced the electric rates identified as TF-87-
131 by approximately $8,418,000 annually, in accordance with 199
I.A.C. §30.5. These elect:ic.tariffs Tr-87-187, which were

permitted by the Board to become effective July 1, 1987, are not

modified by this Stipulation.

ARTICLE VI

Becard aAction

Within twenty (20} days after the execution of this
Stipulation, the Board shall issue an order (1) accepting this
Stipulation; (2) acknowledging the gas tariffs identified as TF-
86-743 to be the final approved rates in Docket No. RPU-84-23;
(3) acknowledging the electric tariffs identified as TF-87-131 to
be the final approved rates in Docket No. RPU-83-22; (4)

acknowledging that no additional surcharge or refunds of

collections by Iowa-Illincls in either Docket Nos. RPU-83-22 or
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. RPU-B4-23 are reqguired; (5) authorizing Iowa-Illinois to cancel
its corporate undertakings in Docket Nos. RPU-81-22 and RPU-84-
23; and (6) terminating the proceedings in Docket Nos. RPU-83-22

and RPU-84-23 and closing said Docke:ls.

ICWA-ILLINOIS GAS AND ELECTRIC COMPANY

By M@/
E., J. Hartman

Vice President-General Counsel
Iowa-Illinois Gas and Electric Company
206 East Second Street

P. 0. Box 4350

Davenpor:, Iowa 52808

Dated thls 1§ day cf December , 1987.

. ICWA STATE UTILITIES BOARD
By %’,{AM

Susan Allender

General Counsel for

Icwa State Uzilities Board
Luycas State Cffice Building
Des Moines, Icwa 50319

Dated thisZgh day OM, , 147 .

QOFFICE OF CONSUMER ADVOQCATE

By YR o

David Conn

Attorney for

Office of Consumer Advocate
Lucas State Office Building
Des Moines, Iowa 50319

Dated this [™ day of ‘D«anma? , 1987
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STATZ OF IOWA
IOWA STATZ COMMERCE COMMISSION

IN RE:

TOWA-TLLINOIS GAS AMD ELECTRIC CO, DOCKET NG. RPU-83-22

ORDER MODIFYING AND AFFIRMIMG PROPOSED FINAL QECISIONM
{Issued April 25, 1984)

On February 21, 1984, a proposad final arder was issued im this docket
by Ccmmissianer Varley, who heard these proceedings as prasiding officer.
Pursuant to lowa Code Section 17A.15(3) (1983}, notices of appeal were
filed by lowa-ITlinois Gas and Slectric Company (Company) on March 6 and
the Office of Consumer Advocate (QCA) on March 7. Each of these parties
filed a response to the other's no%ice of appeal, and laowa Ratepayers
Association {IRA} filed a responsa %o both notices on March 21. On the
same day, the Commission issued an order extending the ten-month deadline
in this case, pursuant %o lowa Code Section 476.33(3) {1983). This
extended the deadline from March 25 to April 25, 1984.

The proposed final order will be affirmed, subject to the modifications
and additions contained in this order, Company's investment in the |
jurisdictional generating capacity will be corrected to read $323,419,000
ratner than $324,352,000 (Tr. 2800}, and tne in-service date for the Louisa

Generating Station will be corrected t¢ read Cctober 13, 1984, rather than

September 30, 1984.




MidAmerican Exhibit 8.1

Docket No. RPU-33-22 Page 338 of 854
Page 2

Excess Capacity

In genaral, these portions of the proposed final order relating to the
detarmination of Company's excess capacity are adopted by the Commission.
However, the Commission #i1] expand on some of the language contained in [
that order. Iowa Code Section 476.53 (1383 Supplement) defines "excess
capacity” as “that portion of the public utility's electric generating

: caﬁacity which exceeds the amount reasonably necessary to provide adequate
i and reliable service as determined by the commission." This language
. directs the Commission to determine what level of generating capacity is
l necessary to provide "adequata and reliable service.” To this end, {t is
necessary to distinguish between decisions and rulings made with respect to
s: individual generating facilities and Company's total geperating capacity.
. : 1t is clear that the Louisa Generating Station {Louisa), by itself, is

: "used and useful” and the decisions made by Company with respect to Louisa

; were prudent when made, both at the original planning stage and during the

construction of the facility. However, the required determination

. toncerning tne amount of generating capacity reasonably necessary to

. provide adequate and reiiable service is a determination which applies to
Company‘s entire generating capacity, rather than to each plant
individually, Each facility may individually meet all of the requirements
of the prudency and “used and useful" standards, but Company's total
generating capacity may still exceed the amount reasonably necessary to

provide adequate and reliable service. 1t is the Commission’s duty to

decide what reserve margin decendably provides what the ratepayers need.
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The principles applied by the Commission in this proceeding were

recently approved by the lowa Supreme Court. In Iowa-Illinois Gas and

£lectric Campany v. lowa State Commerce Commission, No. 83-658, slip op.

(April 11, 1984}, the Supreme Court stated that “the fixing of rates

‘requires 'a balancing of the investor and the consumer jnterests,' even if

the balancing should resul* in no net revenues for the utility," citing

Federal Power Commission v. Hope Natural Gas Company, 320 U.S, 591, 603, 64

S, Ct. 281, 283, 88 L. Ed. 333, 345 (1944), The Supreme Court also stated
that "nothing in the constitutional requirement that a uiility receive 2
fair return on its invesiment prohibits a lYower refurn from the ratepaying
public upon a part of the investment that turns out to be unnecessary, even
when the utility's decision to maka the investmeni was prudent.” (slip

op., at 11} The Supreme {ourt quoted Permian Basin Arga Rate Cases, 390

U.S., at 769, 88 S. Ct., at 1381, 20 L. Ed.2d, at 337 (1968}, to the effact
that “[r}egu}ation may, consistantly with the Constitution, limit
stringently the return recovered on investment, far investors’ interests
provide only one of the variables in the constitutioﬁal calculation of
reasonabieness.” Thus, the [owaz Suprame Court has affirmed tne
Commission's principle of balancing interests and examining the utility's
entire generating capacity when determining an alectric utility's excess
capacity. The basic issue here s not the application of the prudency and
"used and useful" standards to Individual units. "This argument ignores
the distinction between the usefulness of particular facilities and the
usefulness of the total of those facilities. All units may be used and

useful when viewed individually, but the determinative issue is whether the

cumulative fnvestment is used and useful." (Siip op., at 12) The
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applicable test, therefore, is a general one: Is the company's total
generating capacity necessary for the provisfon of adequate and reliable
servica? Having applied this tast, the proposad final order properly finds
that 211 qenerating capacity in excess of 125 percent of experienced peak
demand, as adjustad, is sxcess capacity, subject to Iowa Code

Section 476.53 (1983 Supplement).

Method of Calculating Deferred Fedsral Income Taxes

In the proposed fina! order, deferred federal income taxes were to be

treated according to the principles applied in Northwestern Bell Telephane

Company, ISCC Docket No. RPU-82-49 (Octaber 4, 1983}, and lowa Power and

Light Company, ISCC Docket No. RPU-82-12 (February 10, 1983), Company was

to be allowed to continue to collect the higher rates under bond, pending 2
decision by the Internal Revenue Service. (P. 26; Order No. 4, p. 36).
However, the full Conmission will medify the proposed final order with

respect to this issue, to reflect the principles appliad in Jowa Power and

Light Company, ISCC Docket No. RFY-B83-24 {April 6, 1984).

Company argues that deferred federal income taxe; should be calculated
at the statutory rate of 46 percent, while QCA contends that deferred
federal income tax 1iability should be based on a net effective rate of
41.63 percent. The difference results from differing interpratations of
the language of Treasury Regqulation Section 1.167{1)}-1(h)}{1){ii{), set
forth on page 25 of the proposed final order. That regulation expreQSTy
provides that the deferrad tax 1iability must be "computed without regérd

to credits." In contrast, there is nothing in the regulation which

indicates that the deferred federal income tax 1iability should be computed
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without regard tc deductions permitted by the Internal Revenue Code {IRC),
pone of which is the deduction of current state income taxes under IRC
Section 164, Furthermore, the use of the term “tax 17ability” in the
regulations supparts the conclusion that state inceme taxes can be deducted
in the calculation. Therefore, it is reasonable to conclude that current
state income taxes may be deductad ip the computation of the deferred

~  federal income tax 1iability.

i Current state income taxes to be deducted in the two calculations of
the federal income tax Tiabilities must be state income taxes calculated in
accaordance with Iowa law. As we have pravicusly held, Iowa Code
Section 422,35 {1983) effectively raquires that the same depreciation
deductions used in calculating faderal taxable incoma be used in
. - - calculating Iowa taxable income because: {1) net income in Scction 422.35

starts with federal taxable income, and (2) the statute does not provide

. for any different depraciation deduction, lowa Eleciric Light and Power

Company, ISCC Docket No. RPU-83-23 {March 26, 1384); Northwestern Befl

i Telephone Company, ISCC Docket No, RPU-82-49 (October 4, 1983); lowa Power

» and Light Company, ISCC Docket No, RPU-80-36 {July 31, 1981). Therefore,

* it follows that in the caleulation of federal income taxes using

. straight-line deprgciatfon, the proper state income taxes to deduct are
those calculated in accordance with lowa Code Section 422,35 (1833} using
straight-line depreciatian, In other words, we cenclude Treasury Reg.
Section 1.167(1)~1{n){1}{131) permits the deduction of state income taxes
calculated in accordance with the state law in the calculation of federal

. . deferred income taxes using straight-line depreciation, and where

strajght-1ine depreciation is deducted in the calculation of federal income
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taxes, straight-line depraciation, in effect, be deducted in the
calcylation of state income taxes. This results in deferred fedaral fncome
tax 1iability equalling 41.63 percent of the difference beween the
accelerated depreciation deduction and the subsection (1) depreciation
deduction.

For all the above reasons, we conciude the correct tax rate to usa in
caleulating daferred federal Tncome taxes for Iowd utilities is 41,63
percent. Therefore, we find QCA's prahoscd adjustments concerning defarred
federal income taxes, as set forth by OCA witness Dupic, should be adopted.
We will not allow Company to collect higher rates under Sond pending a

Yetter ruting by the IRS.

Interest Svnchronization Adjustment

The proposad final order adoptad the interest synchronization |
adjustment proposed by OCA. (P. 24; p. 35, Finding No. 23}, While the
adjustment was properly ca1cg]atad in the appendices atcompanying the
proposed final order, the language used may have bean unclear. 'The
Commission will calculate the interest synchronizatisn adjustment in the
manner propased by OCA. 1t should be noted that this adjustment has been

upheld in several federal court decisions. Union Electric Company v.

Federal Energy Regqulatory Cowmission, 668 F.2d 689 (8th Cir. 1981); MEPCO

Municipal Rate Committee v. Federal Energy Regqulatory Commission, 668 F.2d

1327 (D. C. Cir. 1981); Public Service Commission of New Mexico v. Federal

Eneray Regulatory Commission, 653 F.2d 681 (D. C. Cir. 1981).
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Nuclear Decammissioning

The text of the proposed final order was silent with respect to the
issue of flaw-through treatment of federal income tax balances assdciated
with nuclear decommissioning, a treatment proposed by OCA (Ex. 120,
Schedyle 1, p. 24, 1. 6). However, the relevant calculations should have
been made as proposed by CCA, basec on the September 20, 1983, balanca.
This treatment is consistent with Commissicn precedent and with tne
treatment of the other tax issuss raised, and so the adjustinent will be
made as proposed by OCA, but on the basis of the September 30, 1983,

balance in this account.

Pilot Project

At the October 17, 1983, hearing conducted in this case, the lowa
Ratepayers Association (IRA) tenderad as witnesses several of Company's
customers, with the general purpcse of testify{ng as 10 the effects of a
rate inCreise. On cross-examination, it became apparent that these |
ratepayers did not understand the functicning of a regulated utility and,
in particular, the relationship between the energy used and the bills
received., An examination of the testimony received in the consumer comment
hearings held in this docket supports the conclusion that ratepayers in
general are somewhat confused with respect to some of the basic featurss of
regulation. In order to study this problem and avaluata possible
solutions, Company is directed to work with the Commission's Rates
Research & Policy Division to prapars a pilot project for the purpose of
evaluating various methods of educating consumers. The Commission would
prefer to see a project which will result in quantifiable results. If

successful, the-Commission will consider extending the prbgram to inciude
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other invastar-cwned utilities. Therefora, Company is directed %o submit a
plan for a pilot project diracted at these goals on or before September 1,
1984.

FINDINGS OF FACT

Based upon our review of the entire racord in this proceeding, we
hercby summarize our findings of fact. The findings of fact contained in
the proposed final order are adopted herein, to the extent nat overruled or
modified.

1. Company's investment in jurisdictional generating capacity is
$323,419%,000.

2. The federal tax balances associated with nuclear decommissioning
shall receive flow-through treatment, in accord with finding of fact No, 26
of the proposed final order,

3. Company's deferred faderal income tax 1iability computad according
to Treas. Reg. § 1.167(1)-{1In)(1)(i17} is 41.63 parcent of that part of
the difference between the -tax depraciation deduction and straight-line
dopreciation expense for which normalization accounting is required by the
Internal Revenue Code.

4, The appropriate adjustments to Company's operating income
statement resulting frém, and consistent with, our other findings
(including the proposed final order, where not inconsistent] should be
adopted, and Company's net operating income, for purposes of this
proceeding, s $48,242,000, after adjusiment has-been made for excess
capacity.

5.  Company's proposed tariffs and rates therein are unjust and

unreasonable and therefore should be rejected and a refund ordered.
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6. Interest should be calculated on the basis of the interest paid on
24-month hank Toans to individuals as set forth in Federal Reserve
Statistical Release G.19 nlus 2 percent per annum, computed under the
applicable jnterest rate for each month the overcollection was rotained,
compounded annually.

| CONCLUSIONS OF LAY

1. The Commission has jurisdiction of the parties and subject matter
of this proceedins.

2. Pursuant to Treas. Reg, § L.167{1)}-{1){n){L1}(§ii), the amoun: of
deferred federal income tax 1iability is the excess (computad without
rega~d to credits) of the actual tax liability calculated using the
accelerated depreciation deduction and all other deductions, including
state income taxes, over what that tax 1iability wou]d have been using
subsection {1) depreciation deduction and all other deduc¢tions, including
state income taxes.

3. Section 50 of the Act of May 17, 1983, ch, 127, 1983 lowa Acts 269
(H.F. 312) requires the application of the excess caﬁacity adjustment of
Towa Cade Section 476.53 (1983 Supplement) to this rate proceeding.

IT 1S THEREFQRE OQRDERED:

1. The proposed final order jssued by the presiding officer in Dockef
No. RPU-83-22 on February 21, 1984, is affirmed and adopted, subject to the
spacific modifications and changes set forth in this order.

. The tariffs filed by Company and made the subject of the

investigation in this docke are hereby declared unjust, unreasonzble, and

unlawful.
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3, On or before the expiration of forty-five days from the date of
this order, Company shall file revised tariffs setting schedules of
electric rates 3s required by the findings of this order, the attached
schedules {adoptad herein by reference) and the proposed final order issued
February 21, 1954.

4, Rates based on test period usage contained in the revised tariffs
designed to produce a revenue reguirement of 3162,778,00C for Company shall
be considerad the lawful rates chargeable by Company since the date of the
rates which are the subject of this proceeding were placed in effect
subject to refund.

5. On or before the expirztion of forty-five days from the date of
this order Company shall submit for our considaration and approval a plan
by which refunds shall be made to customers, in ac&ordance with the
findings herein, together with sales tax and interst on excess coljeciions.
The jnterest shall be calculated as set forth in finding of fact No. 6. 1If
no refunds are necessary as a result of this order, Company shall file a
statement indicating no refunds are necessary and submit supporting data
for its conclusion.

6. Moticns and objecticns nct sroviously granted or sustained are
denied or overruled. Any argument in the initial or reply briefs not
addressed specifically herein 1s rejected efther as not supported by the

evidence or as not being of sufficient persuasiveness to warrant comment.

10¥ STATE CGMMERCE CDMW’SSION

Cﬁa1rper50n

ATTEST: : décmn;ssion r ; B i

: //;ZAﬁiéﬁ35522ﬁh——"‘ /-
gtutive Secretary, Assistant to Commissigner \
ated at Des Moines, lowa, this 25th day of April, 1984.
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Revenue Requirement

Rate Base

Allowed Rate of Return

Allowed Return

Pro Forma

Return Daficiency

Revenue Deficiency, including tax effect
Excess Capacity

Revenue Increase

Pro Forma Revenua

Revenue Increase

Revenue Requirement
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Appendix
Schedyle A

Amount
(000)

$453,544
11.14%
50,525
33,435
17,090
34,970
4,672
30,298

132,480
30,298 .

162,778




income Statement

Item
1 Operating Revenues--Revenue Requirement
2 Operating Expensas

Power Production

Transmission

Distribution

Customer Accounts

Customer Services Information
Sales

Administrative and General
Depreciation

General Taxes

Income Taxes

Total Operating Expenses

. 3 Operating Income

4 Non-jurisdictional 8 {.3%

5 Jurisdictional Operating Income
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Appendix
Schedule B

Amount -
{000)

§162,778

45,366
1,769
5,483
1,964

328

4

8,500

19,353
10,349

18,814

$114,435

§ 48,343
(101}
$ 48,242
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Appendix

. Scehedule £

Jurisdicticnal Rate Basa

Amount
1tem {000)
1 Electiric Plant in Service $589,634
2 Accurmulated Oepreciation and Amount {110,104)
Net Plant in Service $479,530
3 Plant Held for Future Use | s 3,060
4 Nuclear Fuel--Net . - 856
5 unitrain Services 8
6 Working Capital 6,189
7 Deductions (34,512}
Total Rate Base $454,909
. 8 Non-jurisdictional @ 0.3% | (1,365}'
9 Jurisdictional Rate Base $453,544
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Ratie Cost
Long-term Debt 49.3% 8.97%
Preferred and Preference Stock 14.1 9.64
Common Equity 36.6 - 14.64

Total 100.0%
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Appendix
Schedule D

Weighted
Cost

4.42%
1.36
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Appendix
Schedule E
Excess Capacity
Amount

Investment‘in Generating Capacity 1$323,419,000
Weightad Equity Return 5.36%
Pro Forma Capacity 964.56 MW
Pro Forma Peak Demand Plus 25 Percent Reserve 837.13 My
Excass Capacity 127,43 M4
.3 m (5323,419,0C0)(.0528} = 2,290,197
964.58 M
Tax effect (52,290,197 - .4887) 4,686,304
Jurisdictional effect {$4,686,304 x ,997) 4,672,245
Adjustment for Excess Capacity 4,672,000
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STATZ QF I0WA

10WA 5TATZ COMMERCT COMMTSSION

IN RE:

10WA-ILLINQIS SAS aND ZILICTRIC
COMPANY

DOCKET NG, RPU-73-11

et Nt Nl P St s

ORULA APPROVING VSTIPULATION AND AGRERMENT™ IN FINAL
RESOLUTLION OF THIS PROCEIDING

(Iagyad May 1, 198Q)

Zreccdural lackesound

Thia proceading was Iinitiated Yy the filing hy Iowa-Illineis Cas and
¥leceric Campany {Company} af incrweisud vates Por furisdigtional goa service
on Marah 239, 1378, which fo dosdignatud RPU-T78-1l1 (TF=78110), Tha tuq.l
aaaual revenue lacrisse aver tatea last filad vy lowa-Tliineds furp nurral oaw
Futvicy wid zaprafuntad by Company %o be uppruximately $4,150,1%58 (3.3 par:en;).
Tha raquested effeetive daru fo7 tha filad tariff was April 2%, 1975,

Ay order of April 27, 1973, wa inftinted oa lnvestigaclon af the razus,
suspendwd TF-78-110 for onw year (cffactive with uraga April 23, 1978) sudjuc:
to refund with Interust an anountz zollastad 1n excess of rates fiaally
deternlned to ba russonahls, We slso suspended Company's proposud interim
aatural gas fncvease of $3,623,599 for ane duy from Asell 23, 1978 aad allowed
the Iaterim zatds In hecome affsccive with,usage Apeil 29, 1978, Our Anzil 17,

1978 order further dezgeptad Gampany's zarperata commitmeal Co mike nuLAral 84
refunds 1E zhe zates werz Jound fo bo agcossive and graated the Petition ta
Inturvana of the Lasgua of Tows Munleipalitier.

On July 17, 1973, wc ¢ntered aa order which granted tha Tetition to

Intuevsne of Julius L, Garth,
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Cn Mazeh 25, 1980, the Inwa Sruie Commerca Commisaton Szalf (Seallf)
. fiiad a "Morion To Zutablish Teating Date' dn the above-styled dackuat.

Tha mottlon recited thal Seaff, Iswa-iillaeis cag and ¥lestric Company aud the

Laague =f Iown Municipalizies llad watared lato a Stipulation, witieh 4 scoupted
ny us, would di=posc af all fzgucs ta this »roccading,

Yo apranted Staff’s mozien sad sudsaquancly hald 8 heariag en April (4,
1980 [ur purpycas of according final consliduration to thy Stipulation and
sunpotting :data actached ta the Stisulacion,

Company and Staf? witnoesses prosented testimony a2t the hearing i suppert
af the Stlpulaticn wiich Stioulatlsn was formally admitted lnto evidance.

Tha Intervunor Iowa League of Munlzipalities ia a zignatorzy of the Stipu-
lation and didlsot apRear a:‘:he hearlng.

The Intervinor Julius Jezeh also did mot appasr at the haaring, but
autharlzed 5caff couusel 3o 71223 20 the z2eord that although Intévvenor Gerih
would not joilan In the Stipulasien, “e would aot opgesu ir.

Om Apvil 23, 1380, a Late-Filed TxRisl: waz filed in ruprort of Company
witacga U'3risn’s testimuny zezarding compliance with woluatary Fuderal Price
| Cuidallnes. 1o the absenze 2F jay obleciien o this exhiibir, we shall admis

. 1t Inte evidence and accord 1t somsiderarion aloag wizh the Stipulacica.

We now wern to consider the Seipulation.

The purnosa of the Szipglation ix o suttla and digpose of all issues in
this nrocecding, Specifically, Cempany's leocal rate hase was agreed (o be
$85,319,000 which was determised by exing an average original cost plant, Tuss
depreclotion, from a 1977 tast year. Opeziting incomu was snalyzed with
cxrzain pro fommo adjustagnis made==the laTgest sdiustmunt keing in gaa sales
and for expense to m actmal yuar=-and guch thingg ay the asnualization of wage
increases which went inta affec? in mid-1977. The <ot of wquity caplral was

agread to be 12.3 pereuat whleh whea in ralazion to debt caplial results in a

compesiie cost of capitul af 9.37 percant,
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. Upoa the basis of the Stipulation and supporting axbidbilta couplod with
the evidenze that the rezulra af the Stipulation will comply with the apniicu-

ble voluntary price guide=lines, wa Zind thae tha Stipylation pravidus for a
reasonalile cuesolurion of thils srececding which will rasult in just and reouson-
4 able ratws Sgr natural 23y survicez provided by Company. We shall thurefare
approve the Ssipatation.
CONCLUSION §F LAW

Thi Comulsslon has ‘arisdictien ul this marter putsuant ro Chapcar 476,

cly.
TINDINGS OF FACT
1. Thae Stipulation and Agrucmeﬂt iz ruazonable and should So aporoved.
2, Company's propoaed inereasu compliles wizh the Fedaeral Wage Price
Guidalines. -

3, Company's naotuzal zss taclff sdengifiod ax TF-78-110 £iled Marzh 29,
1973, 1a unjuat-and unz2ssorable, and should be disspproved,
4. Tha guvised :nriffz; raguired by the Stipulation, sheuld produce
rates which arce fumi aad cezaznable.
. THE CUMMLSSTON QRUZES:
1., 'I.’!;-: afvrementisned Stipulatian L3 herchy approved.
2. Gempany's natural gas tariff identiFicd as TH-73«110 43 heraby
. disapprovad,
3. Company shall sudmiz, within ehirty (30) Jays of the issuanca of
thia arvder, revised tariffs whleh camply with the terms of the Stlpulazion as
* well ns n plaa for relyndiag say amountg found te be unjust and enredsanabla.
. ' | 10WA_STATE COMMERCH COMMISSION

Cel_ i

Chairman

- i
wrrese: LT e

bt

Sac?ctary Conmiss{onnr

Dated 4t Des Moinea, lova this lst day of May, 1980,
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STATZ O IOWA

BEFORE THE ICWA STATE COMMERCE COMMISSION

IN RE:

TOWA~-ILLINQIS GAS AND ZLEZCTRIC
COMPANY

DOCKET NO. RPU-78-12

-

STIPULATICN AND AGREEMENT

Oa Marsh 29, 1378, Iowa=-Illinols Gas and Flectric Company
{Company} £illecd with the Iowa Staia Commerce Commission (Commission)
a revised alagtric tariff identified as TF=-78-111 wherecin Company
proposed o increase rates for elactric servica affective
April 28, 1578. By order of April 27, 1%78, the Commission
susponded the propesed rate Increase for one year from the proposed
effectiva date of April 28, 1979 Lo April 28, 1979, and institutaed
a formal proceeding, Docket Nc. RPU-78-12, to determine the justness,
reasonableness, and lawfulnass of TF-73-1l11l., By order of
November 22, 1878, the Commission approved Companv's corporate
undertaking Lo guarantes refunds and allowed TF-78-~111 to become
effective, subjoct to refund with intsrest, Ccmpanf »laced such
ratas into cffect, subject to rafund with intargst, on
Decembar 7, 1878. Such rates were in compliance with the
Commission's order issued March 3, 1972 ertitled,. "Order Approving
Elcctzric Rate Design Subject T'o The Establishment Of An Overall
Revenue Requiremesnt”®. By order of April 27, 1978, the Comnission

_granted t.c Petition to Intervene of the Leagus of lowa
Municipalities, Aalsc by exder of July 17, 1978 the Commission
granted the Petition to Intcrvena =f Julius L. Garth,

This Stipulation and Agroement has been prepared and entered

into by the signatories hersto for the purpose of settling and

disposing of all the issues in this proceeding.
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Tha jurisdicticnal Iowa rate basc for this proceeding
Lz 3219,313,000 as shown on Schedule 1 aktached hereto.

The jurisdictional Iowa revenuc requirements for this
proceeding arq shown on Schedulss 2 and 3 attached hereto.

For 1379 the revenue raguirement is $37,6206,000 and prospectively
is $38,417,000.

The refund reguired as B ra&ult of the agreement of tha
parties to the revenue requirements shownon Schedules 2 and 3, and
to be made by the Company in this proceeding is $1,639,000. All
of the increased revenues collectad in 1978 pursuant o said revisad
electric tariff in the amount of $52%,000 shall be refundcd. The
balanca of $1,110,009 shall be r=funded from 1973 collecticns.

Tha sald ravized electric tariffs f£iled on March 39, 1978,
and subsequently madlifisd ke adopt the Uniform ZEnergy Adjustment
Clausae, A5 ldeantified as TFRG-37, are not, for the period subseauent
to the refund pericd, excessivc for the purpoges of this Stipulation
and Agreament.

A3 an integral part of this Stipulaticn and Agraement
an adjustment shall be apprepriate in future jurisdictional
Iowa electric ravenue raquircment determinations to recognizs
the amortization of a deferred charge of $6839%,000 cver
4 years beginning in 1580 associated with abandoned nuclear
projacts at the Quad-Cities Station.

The Cecmpany shall makc the refund to it; Iowa jurisdietional
electric custcmers in tha amount of 51.639,006 plus intersst
at an annual rate of 9% for refundable amounts collectad prior
to July 1, 1379 and at an 2nnual rate of 12% compounded annually
tor rafundable amounts cellected subseguent to July 1, 1979,

The rafundabla percentages are 1060% for 1978 and 6.96% for

1579.
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Tor purposes of said refund, interest will bo calculated
for each customer beginning with the dua data of the first bill
on which that customer is entitled to a refund. Sales tax:
applicakle to each customer's principal amount will be calculatad.
The total refund shall include the principal, interest and
applicable sales tax.

The refunds will ba made during September, 198C.

Amounts due customers in arrears will bevappliad dagainst the
unpaid balance. ZExicting customers will raceive a cradit on

their September, 1980 bill. The prinecipal amounﬁ, the

intarest amount, anc the sales tax arcunt, together with the total
amount, will be shown on the bill.

Tha rafund améﬁnts'will av=f$gc &pﬁrcximately $6 per
residential customer, excluding interest and sales tax. &R credit
on the customer’s bill 4s tho only practical method to use in
making a rcfund of this size. Refund checks will be irsucd to
“final bill" custemers (those who have moved) 1f the refund amounts
to $1 or more. A reiund report will be made to the Commiccsion on or
before 30 days after all refunds ars issucd. Suhseéuent refund
rapetts will be mado as required.

By Ozder dated bucembar 28, 1379 and January 39, 1980, the
Commiszsion suspended roviced alectric tariff schedules dezigned to
adopt the Uniform Energy Adjusiment Clause (Commission File TFP79-632
and TF80-37} for one day and consolidated the mattar with RPU-78-12
for further investigation. The parties herato agree the Company's
revised electric enargy cost adjustment clause conforms to
Commission Rule 250-20.9.

This Stipulation and Agreement is mada pursuant to Rules 7.7{4)

and 7.9{2) of the Commissicn's Rules of Practice and Procedure, and

3=




MidAmerican Exhibit 8.1
Page 359 of 654

. 1% it is not accapted and approved by order of the Commission in its

antirety without condition, it shall be privileged and of no affock.
The provisicns of this Stigulation and Agreement are intendad fo relate
only to the specific mattezs referred to hercin and no party by agree-
ing heretowaives any claim or right which it may otherwise have

with respect b0 any matiers not expressly provided for herain,

It is further specifically understeod and agresd that nedther
the signatories to thisz Stipulation and Agreement nor any other
party or person shall ba daamed to Have approved, accopted,
agreed gr congented to any raitemaking principle or any methad
of cost of -arvic- dctnrm.nat.on, or cost allocation, undarlying
or suppossd to undarlis any of the provisions of this
Stipulation and Agreement, cr be prcjudi;:ed or bound thereby in
any future Company ratc procseding, or ln any procceding except
23 to said signatorias as smcifi:al-y provided for herain,
Neither thiz Stipulation and Agrecmen= nor any of ilhe
provisions hereof zhall beccme affective unless and vntil the
. Commission has antered a Zinal order approving and adopting all
of the terms and conditions of this Stipulation and Agreemcnt

withoul mcdifications ¢r condition.

IOWA-ILLINOIS GAS AND ELEZCTRIC IOWA STATE COMMERCE COMMISSION

COMPANY
1
By o (L By —/Z%‘M-VC‘
ttozhay / Itz A*Lorn{y
Datcd this 3/ day of M , D ?.-d ehis 3/ aday of /./«;
19g80. 1¥EC.
un% IO‘HA MUNIQIPALJITES JULIUS L. GERTH
.{;Lfgf By

ts Attorney its Attornay
pated this 3/ day of + Datsd this day of '
1980, 1980,
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' Schedule 1
 {
ICWA-ILLINOQIS GAS AND ELECTRIC COMPANY
Docket No. RBPU-78-12
Rate Base
1979
Plant In Service:

: Intangible Plant s 4156
Preoduction Plant . 183,911
Transmission Plant 53,728
Distribution Plant 81,174
General Plant 6,794

. Common Plant Allocated 7,427
Additional Plant In Service 282
Plant In Service 313,732
Accumulated Depreciation ,

and Amortization {75,718)
Net Plant In Service ' 238,014
Plant Held For Future Use 718
Common Plant Held For Puture Use 80
Nuclear Fuel 3,494
Net Plant In Service 242,306
Working Carital Requirenments 5,006
Rate Base Deductions (26,732)
Total Rate Base 220,580
Non~-jurisdictional & .3% (662)
Iowa Rate Base $219,918

. July 1580




Schedule 2

. MidAmerican Exhibit 8.1

Page 361 of 854

ICWA-ILLINCIS GAS AND ELECTRIC COMBANY

Docket No, RPYU-78-12
Revenue Reguirements - 13879

Power Production Expenses $37,148
Trancmission Expenses 1,227
Distribetion Expenses 3,981
customer Accounts EXpenses ' . 1,421
Customer Servige and Informational Exroenses 331
Sales Expenses , a
administrative and General Expenses 5,235
Depreciation Expenses 10,997
General Taxes Expencseas $.,773
. Income Taxes EXpenses 10,918
Total Operating Expenses §77,141
Return on Rate Base 20,779 (1)
Revenue Requirements $97,920
Non-jurisdicticnal @ .3% (294)
Jurisdictional Revenue Requirements 597,625

{1) Rate base of $220,5806,000 (Schedule 1) X 9.42% return on
rate base (Schedule 4} = $20,779,000.

. July 1980
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IOWA-ILLINOIS GAS AND ELECTRIC COMPANY

Docket No, RPU-78-12
Revenue Reguirements - Prospective Period

Power Production Expenses $37,630
Transmission EXpenses 1,239
Distribution Expenses 4,020
Customefr Accounts Expenses - ‘1,433
Custeomar Service and Informational Expenses 334
Sales Expenses 9
Administrative and General Expenses 5,513
Depreciation Expenses 10,937
General Taxes Expenses 5,788
. Income Taxes Expenses 10,919
Total Operating Expenses 77,934
Return on Rate Base 20,779
Revenue Reguiremsnts 98,713
Non-jursidictional @ ,3% : {296)
Jurisdictional Revenue Requirements 598,417

. July 19820
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Schedule {4
®
]
IOWA-ILLINQIS GAS AND ELECTRIC COMPANY
Docket ¥o, RPU~78-12
Cost of Capital
1979
Capitalization Weightead
Descrintion Amount Ratic Cost - Cost
Long-term Debt $250,955,000 47.80% 7.33% 3.50%
. Preferred Stock 20,032,394 3.82% 5.89% +22%
Preference Stock 55,545,167 10.58% 9.16% .97%
Common Equity 198,471,917 37.80% 12.50% 4.73%
Total $525,004,478 100,.00% 8.42%

July 1980
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DOCKET NO. RPU-83-29
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STATZ OF [OWA

[0WA STATE COMMERCE CUMMISSION

IN RE:

DOCKET NO. RPU-83-29

JOWA PUBLIC SERVICE CUMPANY

b~

ORDER APPROYING STIPULATION AND AGREEMENT

{lssued November 1011983)

On August 16, 1983, lowa Punlic Service Company {Company) filed tariffs
identified as 7r-83-426 and TF-83-427, for a revision in i!s rates and
charges for electric wtility servfcé. These tariffs were docketed by -
Commission order of September 8, 1383, On October&, 1983, lows Citizens
for Community lmprovement (CCl) anc Terra Chemicals Internationai, Inc.
(Terra) were granted intervenor status in tne'prpceeding. On Qctober 7,
1983, the Commission authorized the Company to bill and collect increased
rates on an interim basis commencing Octover 13, pending hearing énd
decision, On October 17 the-0ffice of Consﬁmer Advocate {0CA) filed an

application for rehearing concerning the interim rates. On October 26,

~ Company, OCA, and Terra filed a proposed stipulation and agreement for the

The proposed stipulation and agreement will be

approval of the Commission.
approved,
vOA part of Company's evidence in this rate case was a cost-of-service

study. If the results of this study were applied to Company's rates,

certain classes would be subject to 2 greater percentage increase than

i
}

Sl e pmew s
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certain other classes. Unger Articie 12 of tne stipulation, a uniform

increase will be applied to all classes, and Company is to prepare angther

o "\

cost-of-service study as part of its next rate case. The Comnission
directs Company to file Lhe cost-of-service study on or before July 1,
1984, with tariffs setting out a rate structure based on the results of the
study, 1f that rate structure would be different than the rates then in
effect.

Company is directed to file quarterly reports, beginning January 1,
1984, concerning the efficiency of Company's management. The information

to be contained in the reports will be the subject of a later order, to be

issued after Company has discussed Lhe wmatter with the Operations Review

| Division staff. 7 -
i Finally, the Commission {inds thal the application for rehearing filed
. on October 17, 1983, by 0OCA is rendered moot by the provisions of the ;
|
stipulation, |
IT IS THEREFORE ORDERED: j
1. The proposed stipulation and agreement filed by Company, Terra and :
OCA in Docket No. RPU-33-2% is approved.
2. Company is directed to file a current cost-of-service study cn or
before July 1, 1984, along with tariffs supporting a rate structure based
on the results of that study, if such a rate structure would be different

than the rates then in effect. This proceeding will be docketed as a

- . me o

matter separate from Docket No. RPU-83-29.

3. Company 1s directed to file guarterly reports deginning January 1,

1984, concerning the managément efficiency of the Company. The Information






